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Business Activity Supported 
By Anticipatory Buying 


Business activity in New England continued 
at a very high level during the first quarter of 
1951. Production increased enough to meet the 
growing military demands without seriously dis- 
rupting the flow of goods to civilians. The full 
impact of the expected squeeze on civilian output 
did not materialize as defense orders rose, al- 
though an increasing number of manufacturers 
found it necessary to make adjustments to tie in 
with the military program. 

Rising prices and announcements of restric- 
tions to be placed on the use of materials for 
civilian goods set off a wave of anticipatory buy- 
ing in January. Consumers, retailers, wholesalers, 
and manufacturers bought all sorts of goods and 
equipment at an abnormally high rate. Even 
though consumer buying reverted to more normal 
levels toward the end of the quarter, the rate of 
production continued high and inventories of 
manufacturers and distributors increased slightly. 


THE VOLUME of industrial production continued to in- 
crease in the first quarter even though some manufac- 
turers experienced production difficulties. The Federal 
Reserve Board’s index of industrial production rose 
from 217 per cent of the 1935-1939 average in December 
to a peacetime high of 221 in January. The index held 
steady at the lofty level of 221 in February, in spite of 
strikes, and advanced to 223 in March. The current 
level exceeds that of a year ago by about 20 per cent. 
While defense production was still largely in the 
make-ready stage, New England manufacturers re- 
ceived defense contracts at an increasing rate during the 
first quarter. In January New England firms received 
$47 million in nonsecret contracts. In February the 
volume jumped to $264 million. New England producers 
will do more and more military business as the year 
goes on. A rise in military orders, high levels of pro- 


duction and employment, and rising incomes will 
probably insure a high level of business activity in the 
next quarter. 

A rise in manufacturers’ orders in January and Febru- 
ary accompanied the increased demand for goods. The 
volume of orders received by Massachusetts manufac- 
turers advanced 11 per cent from December to Janu- 
ary, and another five per cent from January to Febru- 
ary, and exceeded year-ago levels by 85 per cent during 
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January and February, according to the Associated 
Industries of Massachusetts. The increase resulted 
primarily from greater demand for durable goods, prin- 
cipally primary metals and machinery. The textile in- 
dustry also showed an increase in new orders in both 
January and February. New orders received for other 
nondurable goods, particularly for chemicals and leather 
and shoes, declined from January to February. Never- 
theless, most New England industries had large back- 
logs of unfilled orders at the end of the quarter. 

Prices leveled out during the last part of the first quar- 
ter as the price freeze began to take effect and because 
demand for civilian goods slackened. Prices on spot 
markets and organized exchanges reached their post- 
Korean peak in the middle of February, and declined 
slightly for the rest of the quarter. Wholesale prices 
dipped a bit during the last two weeks of February but 
made another slight advance during March. After a ten- 
month rise, consumers’ prices in Massachusetts eased 
off somewhat in March. Price fluctuations indicated 
that consumers and businessmen were taking a second 
look at temporarily plentiful supplies of some goods. 


The growth in new orders and production stimulated 
a gradual rise in manufacturing employment during the 
first. quarter. Manufacturers employed 1,557,700. in 
February, 183,400 more than a year ago. Every industry 
except the food group added workers. The durable- 
goods industries accounted for 71 per cent of the year- 
to-year increase in manufacturing employment. Ord- 
nance, machinery, and electrical equipment concerns 
registered the greatest percentage gains in employment. 
Seasonal cutbacks affected the nonmanufacturing in- 
dustries in the first quarter, but nonmanufacturing 
employment continued to run above year-ago levels. 

Material shortages began to raise problems in a num- 
ber of New England areas. It became increasingly diffi- 
cult to secure such items as brass and aluminum, and 
even the easing in supplies of some types of steel toward 
the end of the first quarter was expected to be of short 
duration. Scarcities caused a few scattered layoffs, but 
the net effect was not serious. Initial claims for un- 
employment compensation were light throughout the 
quarter after a bulge in early January. The level of 
continued claims for compensation in March was about 
60 per cent lower than a year ago. 
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General business indicators pointed to booming busi- 
ness. Freight carloadings in New England were about 
17 per cent higher in January than those a year ago. 
The amount of electrical energy distributed in the 
region throughout the first quarter was over ten per 
cent higher than in the first three months of 1950. In 
January and February both the number and the dollar 
liabilities of business firms that failed were well below 
levels of the corresponding months of 1950. 

Business concerns in the United States plan to spend 
a record $23.9 billion for new plant and equipment 
in 1951. This total exceeds expenditures in 1950 by 
29 per cent and the previous record for the year 1948 
by 24 per cent. All industries and companies in every 
size category plan to increase expenditures for expand- 
ing productive capacity. Aircraft plants in Connecticut 
and a big expansion in the construction of electronics 
plants in Massachusetts are among the larger projects 
planned for New England. 


} 


Commercial loan volume at New England banks re- 
flected the high level of business activity during the 
first quarter. Banks in the district’s principal cities 
reported increases in commercial loans of about 15 per 
cent from the year end, which brought total outstanding 
commercial loans to almost $1 billion at the close of 
the quarter. These loans were used largely to finance 
higher inventories and increased production. Higher 
raw material prices and prompter than anticipated de- 
liveries and billings increased the demand for funds. 

Monetary action to restrain inflationary forces 
exerted more pressure on lending operations during 
the quarter, and interest rates began to rise. There may 
be further net expansion of loans during 1951, but the 
pace of loan expansion has apparently slowed. 

Construction contracts awarded during the first 
quarter in New England totaled $194 million and were 
13 per cent above those a year ago. Planned expendi- 
tures increased for all types of construction except 
public buildings, apartment houses, and public works. 
Total residential building awards were up 15 per cent 
from the quarter a year ago. Awards for one- and two- 
family houses were 28 per cent above those made in 
the first three months of 1950. 

Demand for real estate credit continued strong, 


MANUFACTURING EMPLOYMENT 
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although there was some evidence of a moderate decline 
in the demand for loans. The backlog of commitments 
exempt from the credit regulations was important in 
sustaining the demand for credit. Lenders in general 
became more cautious in making construction loans. 


Manufacturers of nonelectrical machinery in New 
England continued to expand output during the first 
quarter. By February employment reached a new high, 
31 per cent above a year ago. Orders received for 
machinery also established a postwar record. 

The sharpest increase in new orders within the 
machinery group took place in the machine-tool indus- 
try. Some New England producers are reported to have 
backlogs equivalent to as much as fourteen months’ 
output. Most companies are operating as near capacity 
as availability of labor and materials will permit. 

Textile-machinery firms had to curtail operations 
because of inability to get priorities on required metals. 
The National Production Authority’s priority rating 
for maintenance, repair, and operating supplies helped 
somewhat, but some items have already been removed 
from the MRO priority list. 

In the electrical-machinery and apparatus industry, 
firms holding large Government orders continued to 
augment their staffs. Minor but fairly widespread em- 
ployment declines occurred in firms doing a large 
proportion of nonmilitary business, such as manufac- 
turers of radio and television components. A leading 
producer has announced a 20 per cent reduction in 
output of electrical appliances, radios, and TV sets 
from the level of the last quarter. 

New England manufacturers of ordnance, excluding 
Government arsenals, had 31 per cent more employees 
in February than a year ago. Hiring of women ac- 
celerated at Government arsenals. 

Steel-ingot production in New England averaged 89 


per cent of capacity during the first three months of 


1951, an increase of 11 per cent over that in the corre- 
sponding period in 1950. Most cold-strip mills are booked 
through June on DO-rated orders. Hot-rolled mills are 
booked even farther ahead, leaving little free tonnage 
available for nonessential uses. 

During February brass mills were squeezed between 
increased shipments to customers and reduced receipts 


of copper. At the end of the month their inventories of 
refined copper were below levels of a year ago. 

Producers of hardware, stampings, and other fabri- 
cated-metal products for civilian use felt the effects of 
metal restrictions during the first quarter, but little 
effect is expected at the retail level for about six months, 
since wholesalers and dealers hold large inventories. 
Government business is reportedly increasing. 

Activity in the transportation equipment industry 
rose to higher levels primarily because manufacturers 
of aircraft and components expanded operations in 
February. One large Connecticut firm is tooling up a 
plant which has been dormant since the war and expects 
to have it in full operation by the first of May. Other 
plants are being enlarged. 

Shipyard employment spurted under the impetus of 
war contracts. While only two million dollars worth of 
unclassified contracts had been announced at the end 
of January, the volume awarded during February alone 
totaled around $58 million. Automobile-assembly plants 
maintained a stable level of employment during the 
first quarter, but cutbacks are expected in the second 
quarter when the 20 per cent reduction in steel use 
goes into effect. 

Local lumbermen hope that a special lumber regula- 
tion will dispel some of the uncertainties that have 
troubled the market in recent weeks. Despite the un- 
certainties, the New England market for West Coast fir 
was strong and steady, partly because of recent reduc- 
tions in intercoastal shipping capacity and an unseason- 
able railroad-car shortage. The hardwood lumber market 
remained strong throughout the quarter and absorbed 
local production without significant changes in prices. 
The winter cut of softwood and hardwood in northern 
New England and eastern Canada was 50 per cent below 
planned production because of unfavorable weather. 
Normal importations from Canada declined substantial- 
ly because of strong inflationary trends in that country. 

New England furniture producers with well-estab- 
lished trade outlets continued to produce at high levels 
against a large backlog of orders. Response to the Bos- 
ton show which was held during the last week in March, 
however, indicated a slackening of demand for furniture. 
Manufacturers attributed this to a swing away from 
panic buying by consumers. They see no signs of ad- 
verse long-range influences. 


CONSUMERS’ PRICES 
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The availability of durable consumer goods has 


restrained a shift of consumption to nondurable goods. 
Total employment in the soft-goods industries in New 
England was at about the same level in the first quarter 
of 1951 as it had been in the last quarter of 1950. It 
exceeded employment in the first quarter of 1950 by 
approximately six per cent. 

Textile-manufacturing employment increased in con- 
formity with the employment pattern set by total non- 
durable goods. Employment at textile mills surpassed 
employment in the first three months of 1950 by about 
six per cent. It was also at substantially the same level 
as in the fourth quarter of 1950 when the industry 
operated at a quickened rate of activity to fill both 
civilian and military orders. 

Production difficulties for New England textile manu- 
facturers accompanied the improvement in demand. Ob- 
stacles appeared in the form of high prices and scarcities 
of raw materials, uncertainty over ceiling prices, union 
demands, and financing difficulties. Nevertheless, mills 
which avoided work stoppages operated at 
capacity output. 

The woolen and worsted division of the industry, 
already beset by competition from synthetic fibers, the 
need for modernization, and North-South competitive 
disadvantages, ran the gamut. Many mills failed to 
operate for over a month in February and March be- 
cause of work stoppages. A factional dispute within the 
union, disgruntlement over wage stabilization policy, 
disagreement over individual vs. industry-wide collec- 
tive bargaining, and work assignment problems fanned 
the blaze at individual mills. A wage-settlement pack- 
age of approximately 16 cents per hour enabled the firm 
which has traditionally led the adjustment in New Eng- 
land woolen and worsted wage patterns to reopen its 
mills near the middle of March. Nevertheless, individual 
mills resisted the settlement, which was subject to 
approval by the Wage Stabilization Agency, and one 
firm announced the final sale or liquidation of two of its 
New England mills. 

An eleventh-hour wage settlement package amount- 
ing to approximately 13 cents per hour, with provisions 
similar to those in the dominant pattern of settlements 
in the woolen and worsted division, averted walkouts 


near 
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in the cotton and rayon division of the New England 
textile industry. At the end of the quarter, however, 
cotton and rayon mills still faced problems of how to 
schedule production and handle inventories as civilian 
fabrics piled up on the shelves of converters. 

New England garment shops operated at near capacity 
during the first quarter as the industry reached its 
seasonal peak. Most apparel manufacturers followed 
conservative buying and production policies and kept 
inventories under control. Up to the end of March, 
bookings for fall merchandise have been fairly slow 
because manufacturers have been unwilling to quote 
firm prices. Some firms are worried about commitments 
for fall fabrics because of growing consumer resistance 
to rising prices. 

New England shoe plants also reached their seasonal 
peak during the first quarter. Production exceeded its 
level in the comparable period of 1950. By the end of 
March, however, cutbacks and layoffs reflected a de- 
cline in orders. Men’s shoe plants were in the best 
position to maintain output because they received 
substantial government orders during January and 
February. Shoe sales were high early in the year, but 
Easter business did not come up to expectations. As a 
result, inventories remained on the high side at both 
the retail and factory level. No general shortages of 
materials have appeared as yet, but manufacturers 
have been caught in a squeeze between rising material 
costs and fixed prices for their products. 

Tanners operated at a high level during the quarter, 
but price uncertainties and the threat of material 
shortages have raised fears of widespread unemploy- 
ment in leather centers within the next few months. 
Early in January, rapidly rising prices of hides and skins 
prompted the shoe and leather industry to ask for price 
controls on raw materials. Prices were rolled back to 
November 1950 levels, but packers shipped few hides 
and skins until permanent ceilings were issued in mid- 
March. Consequently, tanners’ inventories are low. 

New England jewelry manufacturers and their sup- 
pliers expanded operations substantially in early 
January. They strove to convert as much brass as 
possible into semi-finished inventories before the March 
| deadline for initial processing. Employment increased 
to peak levels, overtime was general, and many plants 
put on night shifts. Some pressure was taken off the 
industry by the easing of the NPA copper order in mid- 
February and the elimination of a final date for com- 
pleting processing. Activity tapered off in March as 
firms planned to spread finishing operations over the 
spring months. The prohibition will have the greatest 
effect on manufacturers of low- and medium-priced 
lines because they use brass almost entirely as a base 
material. Restrictions have been placed on the use of 
tin, zinc, and nickel as well as copper for specific 
articles, and manufacturers are finding that substitute 
materials are more expensive to use. 

A strong demand for rubber products on both 
civilian and military account sustained the upward 
trend = employment in the rubber industry. By Febru- 
ary, 22 per cent more people were at work in New 


England rubber plants than in the same months a year 
ago. Many plants scheduled overtime or extra shifts. 
By the end of the quarter, however, some tire plants 
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had stopped hiring. Restrictions on civilian tire pro- 
duction may cause more drastic curtailment in that 
segment of the industry. Additional limitations on the 
use of natural rubber may also cause some dislocation 
in the industry until output of synthetic rubber expands 
sufficiently to take up the slack. Some firms in the area 
are already using a higher proportion of synthetic 
rubber than is presently required and would use even 
more if it were available because of its price-advantage 
over natural rubber. 

Shortage of wood pulp curtailed the activities of 
some nonintegrated paper and paperboard producers in 
New England and brought shutdowns in a few fine paper 
mills during the first three months of 1951. Imports 
fell to low levels mainly because world market prices 
were far above domestic prices. Demand kept prices of 
waste papers at phenomenal levels. Supplies of news- 
print paper did not meet domestic and export require- 
ments, and small weekly newspapers experienced real 
hardships in getting paper. Pulp mills had difficulty 
obtaining sulphur. 

Demand for most types of paper and board showed 
signs of declining toward the end of the quarter. Pur- 
chasers apparently reverted to buying for current re- 
quirements or began to liquidate inventories because 
of advice from their credit sources. 

Chemical firms operated at higher levels of output 
during the first quarter than they did a year ago. 
Priority orders became more essential for assuring 
prompt deliveries. 


The Housing ri 
Market 


‘THE MARKET for both old and new housing continued to 
show considerable strength during the first quarter of 
1951. At the end of the quarter there were very few 
new single-family houses in the low- and moderate-price 
classes available for sale in most metropolitan and 
suburban areas throughout New England. 

Builders are generally optimistic about the outlook 
for the market for new houses, at least through the 
second quarter. Some tract developers express the 
opinion that buyers can be found under existing credit 
terms and are proceeding with operations on a moderate 
scale. Most builders, however, believe that volume in 
1951 will be somewhat under 1950 — perhaps as much 
as 30 per cent. A decline in residential building activity 
from its level last year may be suggested by data re- 
leased by the VA and FHA. Loan approvals at these 
agencies have dropped sharply and are presently about 
65 per cent of the level a year ago. The year 1950 set a 
record for residential construction in New England as 
in the nation. Housing starts in the nation totaled about 
1.4 million units and in New England are estimated at 
approximately 50,000 units. 


Pe 





January building permits issued in New England for 
1- and 2-family houses were at a record high for that 
month. Permits for February and March while off 
somewhat from January were sufficient to hold con- 
struction volume for the quarter at a level only moder- 
ately below that in the same period in 1950. Building 
activity, particularly tract development, has received 
support from pre-regulation lending commitments, 
many of which are insured or guaranteed by Govern- 
ment agencies, as well as the most favorable weather 
conditions in many years. A considerable rise in the con- 
struction of custom-built houses has supplemented these 
factors in recent months. Buyers of this type of house 
which costs $15 — $20,000 or more are generally in a 
good position to qualify under the restrictive credit 
terms of current regulations. Many of these buyers are 
reported to fear further tightening of credit terms and 
materials shortages. 

Reports on price increases of both new and old 
houses vary considerably depending on the size and 
type and geographical area. Increases of 10 per cent on 
lower- and medium-priced new construction and 15 per 
cent or more in the case of higher-priced units are 
frequently cited. Reports of price increases on used 
houses show a narrower range and depend more on age 
and location than in the case of new construction. One 
measure of the average increase in prices of both old and 
new houses is provided by an index of sales prices in the 
“Boston Area,” developed by this bank. Newly con- 
structed units costing less than $11,000 averaged 
$9,031 in the first quarter of 1950 and $9,677 in the first 
quarter of 1951 — an increase of seven per cent. In the 
group over $11,000 the average price per unit showed 
about the same percentage increase and was $16,259 as 
compared with $15,146 in the first quarter of 1950. 

Prices of existing houses have shown smaller year-to- 
year increases according to this index. In the price group 
below $11,000 the average price per unit was $8,052, 
about two per cent higher than the average price in the 
first quarter of 1950. In the group over $11,000 the 
average unit cost $15,522 — an increase of about three 
per cent over the average price in the first quarter of 
1950. In individual cases, however, prices of attractive 
properties were as much as 15 per cent higher. 

The increases in price of new houses reflect increased 
costs as well as the strength of the market. The high 
level of starts has probably provided some restraint on 
price increases. 

The used-house market has begun to reflect the cur- 
tailment of construction. Prices will undoubtedly be- 
come more sensitive to upward pressures later in the 
year as the volume of construction declines in response 
to the impact of Regulation X, companion restrictions 
of the VA and FHA, and the increased cost and de- 
creased availability of funds resulting from the tightened 
credit policy of the monetary authorities. In addition, 
materials shortages may further limit building activity. 


Monthly Review articles may be reprinted 
in full or in part provided credit is given 
to the Monthly Review of the Federal 
Reserve Bank of Boston. 
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Deposit Ownership Pattern 
Reflects Increase in Production 





OWNERSHIP OF DEMAND DEPOSITS 
IN DISTRICT I - AS OF JANUARY 31 - 1945, 1949-5! 
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DrEMAND Deposits of individuals, partnerships, and cor- 
porations in the Boston Federal Reserve District 
reached an estimated $4,332 million at the end of Janu- 
ary 1951. They were more than six per cent higher than 
their level at the end of January 1950. 

Accounts classified as manufacturing and mining and 
trade increased considerably, while accounts of insur- 
ance companies and trust funds of banks recorded the 
only decreases in dollar amount. Increases in other 
types of accounts were grouped around the six per cent 
rise in the aggregate volume of deposits. 

Increased industrial output and sales, with an accom- 
panying higher volume of payrolls and other payments 
to individuals, resulted in the increases of 12 per cent in 
dollar volume of demand deposits held by firms in 
manufacturing and mining, eight per cent in trade, and 
six per cent in personal accounts. The decline in the 
dollar volume of demand deposits held by insurance 
companies, on the other hand, indicates that lenders 
other than commercial banks had participated actively 
in the expansion of industrial activity. 

Total demand deposits increased in response to the 
expansion of commercial, industrial, and agricultural 
loans required to maintain output at sharply higher 
prices. Furthermore, real estate and consumer loans of 
commercial banks also increased. Inventory stocking 
and increased production would probably have pro- 
duced an even greater expansion in loans in the ab- 
sence of large amounts of liquid assets held by business 
firms and individuals and limitations imposed on com- 
mercial banks by a more restrictive monetary policy. 
\ more rapid turnover of demand deposits also aided 
in carrying the larger volume of transactions. 

Manufacturing concerns required larger cash bal- 
ances to meet payrolls, taxes, and other current expenses 
in January 1951 than they did a year ago. Moreover, 


they operated at increased rates of activity and sold 
larger quantities of finished products. Payments for 
merchandise were logically at higher levels. Cash bal- 
ances increased. Firms in wholesale and retail trade 
experienced similar increases in business because of the 
buying splurge in January. Individuals received larger 
incomes and converted some of their bonds and savings 
accounts into demand deposits and thus helped to swell 
the total. 

Demand deposits increased most in the largest and 
smallest banks. In the large banks the rise was due 
chiefly to a growth in personal accounts, which rose 21 
per cent from their level in 1950, in trade accounts, 
which were 24 per cent higher this year, and in manu- 
facturing and mining, which increased by 14 per cent 
over their volume in January 1950. The over-all in- 
crease in demand deposits in the small banks came from 
rises in personal accounts, which increased by 24 per 
cent, and in manufacturing and mining, up 12 per cent 
from those in January 1950. 

The only banks in which demand deposits decreased 
were those with total demand deposits between $10 
million and $100 million. That decline occurred in the 
accounts of insurance companies and trust funds of 
banks. Expansion of loans by insurance companies as 
well as other financial institutions probably contributed 
to the drop. 

There were few significant changes in the relative 
importance of various types of accounts from 1950 to 
1951. Manufacturing and mining, trade, and personal 
holdings retained approximately their same relative 
positions. The slight gain in the proportionate holdings 
of manufacturing and mining enterprises was made at 
the expense of demand deposits held by insurance com- 
panies and in the accounts of trust funds of banks. A 
comparison of ownership distribution patterns since 
1945, however, reveals that nonfinancial accounts have 
begun to return to the higher relative positions held in 
1945, while financial accounts and trust funds of banks 
have begun to revert to positions of less importance. 


DEMAND DEPOSITS OF INDIVIDUALS, 
PARTNERSHIPS, AND CORPORATIONS 
Boston Federal Reserve District — January 31, 1945, 1949-1951 
(Estimates. In Millions of Dollars) 





Type of Ownership 1945 1949 1950 | 1951 
Manufacturing & Mining 1,023.8 1,009.0 | 1,027.2 | 1,152.8 
Public Utilities 155.9 156.0 | 1570) 169.2 
Trade 529.3 | 631.9 | 639.6 | 689.3 
Other Nonfinancial Business 158.1 223.2 | 236.5 241.6 

Total Nonfinancial Business 1,867.1 2,020.1 2,060.3 | 2,252.9 
Insurance 195.9 | 253.4 265.8 238.8 
Other Financial Business : 181.5 | 246.7 262.9 | _ 277.9 

Total Financial Business 377.4 500.1 528.7 516.7 

Total Domestic Business 2,244.5 | 2,520.2 2,589.0 | 2,769.6 
Trust Funds of Banks 98.6 | 134.2 143.7 | 131.1 
Nonprofit Organizations 134.9 180.8 | 173.8 | 188.5 
Personal (Including Farmers) 965.2 1,161.8 1,162.2 1,235:6 
Foreign 5.8 72 | 6.8 ta 


GRAND TOTAL 3,449.0 | 4,004.5 | 4,075.5 | 4,332.0 





Source: Federal Reserve Bank of Boston 
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Consumer Buying Increases g 
With Help From Charge Accounts lly 


CONSUMER PURCHASES in New England department 
stores in the first quarter of 1951 exceeded their dollar 
level in the corresponding quarter of 1950 by 16 per 
cent. A quarterly comparison of year-to-year changes in 
consumer buying is the most logical approach for assess- 
ing developments in recent months. Monthly percent- 
age increases in New England department store sales 
fluctuated considerably. They varied from 31 per cent 
in January to 12 per cent in February and finally tapered 
off to plus 8 per cent in March despite the early date 
of Easter this year. 

The upward surge of sales in January and the robust 
increase in February probably borrowed sales from 
March and help to explain the failure of Easter season 
sales to reach expectations. If we compared only March 
sales in 1951 and 1950 we would reach misleading con- 
clusions about the recent strength in retail sales. For 
example, Easter season dollar sales in Downtown Bos- 
ton department and apparel stores were only 5.5 per 
cent higher than sales in the corresponding four-week 
calendar period last year. But for the first quarter, sales 
in 1951 exceeded those in 1950 by 14 per cent. 

The larger volume of sales at New England depart- 
ment stores in the first quarter of 1951 leaned heavily 
on a more extensive use of charge accounts by cus- 
tomers even though their incomes increased. Charge 
account sales in January 1951 increased by about 45 
per cent and in February by approximately 20 per cent 
over those in corresponding months in 1950. Cash and 
instalment sales also recorded year-to-year percentage 
increases, but by lesser amounts than the increases in 
total sales. Family budgets creaked under the strain of 
current expenses, tax payments, and medical expenses 
during the quarter. Repayment of debt took a large 
share of available income, and food increased in price. 

Accounts outstanding at New England department 
stores were one-fifth higher in January and edged up- 
ward during the remainder of the first quarter in com- 
parison with their corresponding levels a year ago. A 
year-to-year increase in regular charge accounts out- 
standing more than offset a decline in instalment 
accounts outstanding in February. Although customers 
reduced their total instalment obligations to lower 
comparative levels, charge accounts increased at a 
faster rate than collections reduced outstandings. 

Changes in sales by departments at Downtown 
Boston stores shown in an accompanying chart illus- 
trate how the increase in charge-account sales helped to 
stimulate total sales. The gains in sales of piece goods 
and household textiles, men’s and boys’ wear, acces- 
sories, and women’s and misses’ apparel emphasize the 
interdependence of charge account credit and sales in 
those departments. On the other hand, the home- 
furnishings department, in which instalment sales pre- 
dominate, did not have so large a comparative gain in 
sales, principally because television sales failed to main- 
tain their leading role. The shift to nondurable con- 
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sumer goods began to assert itself and \will probably 
gain momentum in coming months even though durable 
consumer goods currently are in adequate supply. 

The more favorable year-to-year comparative sales 
records for department stores in New England areas 
outside Downtown Boston in the first quarter of 1951 
re-emphasized the importance of an improvement in 
manufacturing payrolls for retail trade in New England. 
Gains of 21 per cent in Providence, 21 per cent in 
Worcester, 18 per cent in Springfield, 17 per cent in New 
Bedford, and 19 per cent in Portland exceeded the 14 
per cent gain in Downtown Boston stores. 

New England department stores seemed to follow a 
more conservative inventory policy than Downtown 
Boston stores in the first quarter of 1951. Average 
stocks in Downtown Boston stores at the end of Febru- 
ary were 31 per cent higher than stocks held at the end 
of February a year ago. The average store in other New 
England areas held 20 per cent higher inventories. 
Merchandise orders outstanding followed the same 
year-to-year pattern of conservatism in stores outside 
Downtown Boston. In February, they were only 44 per 
cent higher than those a year ago in other New England 
stores but were almost 80 per cent higher in Downtown 
Boston stores. 

Department stores formulated plans to hold special 
promotions designed to stimulate sales and reduce their 
inventories. Consumers probably had an opportunity to 
benefit from the large volume of production which had 
flowed to wholesalers and retailers. Financing inven- 
tories had become troublesome for retail stores. By the 
end of the first quarter diversion of output to military 
use had not reduced the availability of consumer goods 
because of the general expansion of output by many 
firms in response to consumer buying. 





SALES CHANGES BY DEPARTMENTS 


I! Downtown Boston Stores 
Ist Quarter 195! vs. ist Quarter 1950 
Per Gent Change 
ie) 


os - _ 


Piece Goods & Household Textiles +28 
Men's & Boys’ Wear 


Women's and Misses’ Accessories 
Basement 


Women's and Misses’ Apparel 


Miscellaneous 


Homefurnishings 





Small Wares 4 +4 = 








WIDTH OF BAR REPRESENTS PER CENT OF TOTAL SALES. 
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March Skiing 
Brightens 
Dull 


Winter 


VACATION LODGING PLACES in New Hampshire and Ver- 
mont enjoyed better business in the 1950-51 winter 
season than in either of the previous two winters, but 
business was still below the levels set in the exceptional 
winters of 1946-47 and 1947-48. New Hampshire and 
Vermont ski-lodging places entertained about nine per 
cent more guests during this winter season (December, 
January, February, and March) than last. Guests spent 
five per cent more money at the same lodging places. 

It has been customary in recent years to compare cur- 
rent winter-sports business with the standards set in 
1946-47 and 1947-48. These were two of the three ex- 
ceptional winters in the past ten years when good snow 
conditions prevailed throughout the popularly accepted 
winter-sports season between Christmas and Wash- 
ington’s Birthday. Snow in December and early Janu- 
ary attracts skiers in large numbers. It may not be good 
practice, however, to base comparisons on a condition 
that exists only once every three or four years. Com- 
parisons of winter-sports business probably should be 
based on the period between mid-January and the end 
of March. Generally good ski conditions have existed in 
this period for seven of the past ten years. Except for 
some warm weather in late January and early Febru- 
ary, the 1950-51 snow cover met average standards. 

The thin and uncertain snow cover during December, 
January, and early February in the recent winter season 
induced sufficient uncertainty to reduce demand for 
long-stay and reservation business. The hotels and ski 
lodges that absorb most of the long-stay and reservation 
business entertained only about three per cent more 
guests this year than last. 

The thin snow cover did, however, stand up fairly 
well despite attacks from California dew and Florida 
sun. Consequently, hotel and ski-lodge business in- 
creased because of spur-of-the-moment business. Busi- 
ness at tourist lodging places was stimulated even more. 
The tourist homes and cabin colonies that remained 
open for winter-sports business entertained about 42 
per cent more guests this winter than last. 

When the first snow hits the heavily populated metro- 
politan areas, all thoughts turn toward winter. It is 
natural, therefore, that the spotlight focuses itself on 
December ski conditions. On the few occasions in the 
past when snow cover was attractive in major ski areas 
between Christmas and New Year’s Day, winter-sports 
business reacted favorably. Early winter enthusiasm, 
growth in popularity of year-end vacations, and school 
holidays sent the skiers to their favorite slopes. Good 
snow and its partner good December ski business are, 
however, the exception rather than the rule. December 
lodging business has never amounted to more than 19 
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per cent of the four-month winter business in the past 
five years and has averaged about 16 per cent. This 
December, Vermont and New Hampshire lodging 
places also entertained 16 per cent of the season’s guests. 

January is normally a slow month in the winter- 
sports business. Good base snow does not generally 
accumulate until late in the month. Christmas bills, 
year-end business responsibilities, and reopening of 
schools all tend to limit the market. Snow conditions 
were not so good as usual in January 1951, but demand 
for skiing enabled January occupancy to reach a level 
equal to that of a year ago. During the past five years 
ski lodging places have entertained about 24 per cent of 
their winter’s guests in January. Prolonged thaws held 
January 1951 guests to only 20 per cent. 

February is the peak month of the winter season. 
About 39 per cent of all winter business is done in this 
short month. Sparse snow early in February this year 
held business to about 38 per cent of the winter total. 
Despite the early handicap, February guest occupancy 
was about three per cent larger than it was a year ago. 

The disappearance of snow in heavily populated 
metropolitan areas turns off the spotlight which early 
snowfalls focus on ski areas. At the time when ski con- 
ditions are reaching their peak in the mountains, the 
warming sea breezes and rain at low elevations have 
taken away all traces of snow in metropolitan areas. 
How to keep the spotlight focused on the usually ex- 
cellent March ski conditions without any advertising 
help from nature is one of the most difficult problems 
that the industry is trying to solve. 

The avid skier knows that the best skiing is usually 
found in March. The recreation and vacation skier is 
just now beginning to appreciate the usually excellent 
March ski conditions. The slow, tedious process of 
publicizing March ski conditions has already increased 
March business from 15 per cent of the season’s busi- 
ness in 1948 to 27 per cent in 1951. 

The expansion of March business has helped to re- 
duce dependence upon erratic December business. Con- 
tinued success in developing March business can mean 
both steadier business for ski-lodging places and fewer 
weather disappointments for winter guests. 


GUESTS AT SKI INNS 
New Hampshire and Vermont 
Winter Months, December 1946-March I95I 
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